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ANALYSIS OF THE SERVICEMEMBERS’ GROUP LIFE 
INSURANCE (SGLI) PROGRAM: BACKGROUND, CURRENT 
EFFECTIVENESS, AND FUTURE POLICY CONSIDERATIONS 
ABSTRACT 
 This thesis provides an analysis of the Servicemembers’ Group Life Insurance 
(SGLI) program to determine the best value for our servicemembers and their families. 
Our research examined the history and the implementation of the SGLI program and 
compared the program against the life insurance industry’s recommendations for 
adequate life insurance coverage. As a result of our analysis of the SGLI program, we 
determined that up to 478,894 servicemembers, or 37% of active duty on-hand strength, 
have insufficient life insurance coverage through the SGLI program. Our team has 
recommended three courses of action to tailor a servicemember’s life insurance coverage 
to their needs and provide more value to the servicemember. The first course of action is 
to adjust for inflation, raising the current maximum coverage of $400,000 to $550,000, 
rounding up from $522,521.38 to the nearest increment of $50,000. The second course of 
action is to allow servicemembers to obtain maximum coverage equal to five times their 
annual salaries, mirroring the Federal Employees Group Life Insurance (FEGLI) 
program. The third course of action is to allow servicemembers to obtain maximum 
coverage equal to ten times their annual salaries, aligning with industry standards and 
rules of thumb. If implemented, we strongly believe these courses of action in this study 
will provide sufficient death benefits to all active duty servicemembers in the Department 
of Defense. 
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    In September 2005, Public Law 109-80 was enacted, making permanent changes 
to the maximum coverage available to servicemembers under the Servicemembers’ Group 
Life Insurance (SGLI) program (109th Congress, 2005). Since then, the maximum coverage 
of $400,000 has remained unchanged, despite 14 years of inflation, economic growth and 
military pay raises. As of August 2019, active duty on-hand strength in the Department of 
Defense (DOD) totaled over 1.3 million servicemembers (Defense Manpower Data Center, 
2019). Of the 1.3 million servicemembers on active duty with SGLI coverage, 92.2% elect 
for the maximum coverage of $400,000 (Department of Veterans Affairs, 2018). 
While there have been studies conducted on the SGLI program (Proctor, 1979; 
Callan, Voogd, Schmid, 2011), we are the first study to analyze its current effectiveness 
and adequacy in comparison to industry standards. Specifically, our study addresses the 
two primary research questions: Based on industry standards and recommendations, does 
the SGLI program provide adequate coverage?  If the SGLI program does not provide 
adequate coverage, in what ways could it be improved to meet industry standards? 
Upon meeting the eligibility requirements, servicemembers are automatically 
enrolled in the SGLI program. Eligible members include servicemembers of the DOD, the 
Coast Guard, commissioned members of the National Oceanic and Atmospheric 
Administration (NOAA), the United States Public Health Service (USPHS), cadets and 
midshipmen of the United States military academies, cadets and midshipmen of the 
Reserve Officers’ Training Corps (ROTC) conducting authorized training or cruises,  
members of the Ready Reserve or National guard who are assigned to a unit and scheduled 
to perform at least 12 periods of inactive training per year, and volunteers in an Individual 
Ready Reserve (IRR) mobilization category (Department of Veterans Affairs, 2019a).  
In our analysis, we provide three courses of action (COA) to improve the SGLI 
program: 
COA 1:  Adjust for inflation, raising the current maximum coverage of $400,000 
to $550,000, rounding up from $522,521.38 to the nearest increment of $50,000. 
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COA 2:  Allow servicemembers to obtain maximum coverage equal to five times 
their annual salary, mirroring the Federal Employees Group Life Insurance 
(FEGLI) program (OPM, 2019a). 
COA 3:  Allow servicemembers to obtain maximum coverage equal to ten times 
their annual salary, aligning with industry standards and rules of thumb (Marquand, 
Marquand, & Barbara, 2017; Ramsey, 2019). 
The first potential benefit of this study is determining whether the SGLI program 
provides adequate coverage for all eligible members. The second potential benefit of this 
study is the future policy recommendations that may be implemented to better align with 
industry standards. The last potential benefit of this study is the educational value provided 
to servicemembers of what the SGLI program is and how it can be used to meet personal 
financial goals and stability. 
After determining the top-rated life insurance companies and financial advisors in 
the United States, we researched the purpose of life insurance, factors to consider when 
purchasing life insurance, and what amount of coverage is adequate. We were then able to 
use those recommendations and guidelines from industry to analyze the effectiveness and 
adequacy of the SGLI program. Our research has determined that up to 478,894 
servicemembers or 37% of active duty on-hand strength have insufficient life insurance 
coverage through the SGLI program. 
Our research is organized in five chapters. Chapter I provides an introduction, 
presents our primary research questions, and identifies potential benefits to our research. 
Chapter II provides an overview of the SGLI program from its inception in 1965 to present 
day and a comparison to the Federal Employees’ Group Life Insurance (FEGLI). Chapter 
III contains a literature review of life insurance, specifically the most common forms of 
life insurance and calculating adequate life insurance coverage. Chapter IV provides our 
methodology and our in-depth analysis of our research. Finally, Chapter V presents a 
summary of our findings, answers our research questions and provides recommendations 




This chapter is a basic overview of the SGLI program that includes the program’s 
background and the evolving changes that have transitioned it to what it is today. This 
chapter will also establish a basic understanding of what the program currently provides, 
eligibility, coverage, premiums, and administration and financial responsibilities of the 
Department of Defense and Department of Veterans Affairs. Finally, this chapter will 
provide a brief background on the FEGLI program and compare it to the SGLI program.  
B. HISTORY OF VA LIFE INSURANCE PROGRAMS 
The history of some government life insurance programs helps explain the 
background on the current policy and standards we see in today’s SGLI policies. Since 
1914, the government has been involved in providing insurance programs to military assets 
and military servicemembers. Prior to government assisted life insurance programs, 
national conflicts prevented affordable life insurance premiums or no insurance at all to 
servicemembers. Congress passed the War Risk Insurance Act on September 2, 1914 in 
order to provide marine insurance for merchant ships supplying allies with war material 
for the war against Germany, as commercial insurance companies would not. Merchant 
shipping companies would not set sail to support allies without proper insurance. In 1917, 
when the United States joined the war against Germany, the war risk insurance was 
amended twice because private life insurance providers excluded protection against extra 
hazards of war or raised the premiums past servicemembers affordability. The first 
amendment was to cover merchant marine personnel. The second amendment was to issue 
the first authorization of a government life insurance to members of the armed forces. 
During World War I, over four million policies were issued (Department of Veterans 
Affairs, 2019b).  
The United States Government Life Insurance (USGLI) was active from 1919 to 
1951. The USGLI program replaced previous life insurance policies. One significant 
change was that individuals could maintain coverage after service separation. The next life 
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insurance program established was the National Service Life Insurance (NSLI) in 1940 and 
lasted until 1951 in support of World War II. World War II created a higher demand for 
servicemember life insurance than the USGLI could support, so the NSLI was created. 
Individuals could also maintain coverage after service separation. In 1951, the 
Servicemen’s Indemnity Insurance (SII) program replaced both the USGLI and NSLI, and 
provided new policies until 1956. SII provided two significant changes; first, it provided 
$10,000 of life insurance coverage to active duty servicemembers automatically with no 
fee to the individual. Second, individuals were provided life insurance for 120 days past 
service separation. Following the SII run, private insurance providers viewed 
servicemembers’ government life insurance programs as competition and lobbied 
Congress to stop new enrollments of servicemen’s life insurance in 1956. During 1956 to 
1965, no new policies were provided to servicemembers by government programs 
(Department of Veterans Affairs, 2019b). 
C. SGLI SPECIFIC PROGRAM DESCRIPTION 
1. History of SGLI Program 
Congress established the Servicemens’ Group Life Insurance (SGLI), now called 
Servicemembers’ Group Life Insurance, program in September 1965, under Public Law 
89-214 to support the group life insurance demand during the Vietnam War. The intent of 
the 1965 SGLI was to provide a term group life insurance policy to servicemembers 
through a cooperative effort with the private insurance industry. As a result of the 
implementation of the 1965 SGLI policy, the Department of Veterans Affairs (VA) entered 
into a binding agreement with Prudential Insurance Company of America. The SGLI policy 
was required to automatically insure any member of the uniformed service on active duty 
against death with a value of $10,000. The 1965 SGLI also required that premiums would 
be deducted from the servicemembers’ pay and the rate would be the same for all members. 
Maximum coverage has increase over the years by corresponding public laws as shown by 
Table 1. To put past policy coverage amounts in perspective, an August 2019 present year 
value has been provided on Table 1 to account for inflation. Comparison was calculated 
with the Consumer Price Index (CPI) inflation calculator by inputting value as August of 
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the historical year and August of 2019. Also, Table 1 provides a column to capture the time 
duration in years between changes in maximum coverage amounts. Of note, there has not 
been a change in coverage for the year 2019; however, it has been 14 years since the last 
change, so 14 was captured in the duration column for the year 2019. Prior to 2005, the 
average duration between changes has been five years. To show the significance of the 
change duration increments, they have been graphed in Figure 1. 
Year  Duration Public Law  Coverage Amount  2019 Value  
1965 - 89-214 $10,000.00 $81,189.24 
1970 5 91-291 $15,000.00 $98,676.15 
1974 4 93-289 $20,000.00 $102,623.20 
1981 7 97-66 $35,000.00 $97,286.35 
1986 5 99-166 $50,000.00 $116,936.19 
1991 5 102-25 $100,000.00 $187,816.98 
1996 5 104-106 $200,000.00 $326,202.16 
2001 5 106-419 $250,000.00 $361,349.30 
2005 4 109-13 $400,000.00 $522,521.38 
2019 141 - $400,000.00 $522,521.38 
Sources: The Bureau of Labor Statistics (2019) and the Department of Veterans 
Affairs (2019).  
Note 1: There has been no change in 2019. 14 years was used to show the duration 
from that last change to SGLI maximum coverage amount.  
Table 1. Historical SGLI Maximum Coverage Amount by Year and 
Public Law 
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Figure 1. Duration between SGLI Coverage Adjustment 
 
Source: Information Adapted from The Department of Veterans Affairs (2019). 
 
2. Eligibility  
SGLI coverage established by Public Law 109-80 in 2005 provides coverage 
between $50,000 to $400,000 in $50,000 increments. According to the Servicemembers’ 
and Veterans’ Group Life Insurance Handbook, individuals are eligible and automatically 
insured under full-time SGLI if they are one of the following (Department of Veterans 
Affairs, 2019b): 
• Active duty member of the Army, Navy, Air Force, Marines, or Coast 
Guard 
• Commissioned member of the National Oceanic and Atmospheric 
Administration (NOAA) or the U.S. Public Health Service (USPHS) 
• Cadet or midshipman of the U.S. military academies 
• Member, cadet, or midshipman of the Reserve Officers’ Training Corps 
(ROTC) engaged in authorized training and practice cruises 
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• Member of the Ready Reserve or National Guard and are scheduled to 
perform at least 12 periods of inactive training per year 
• Servicemember who volunteers for a mobilization category in the 
Individual Ready Reserve (IRR) 
For the purposes of this study, our analysis looks only at active duty 
servicemembers’ full-time coverage. SGLI full-time $400,000 maximum coverage starts 
automatically on the member’s first day of active duty service. A member does have the 
option to decline coverage or select a lesser amount at any time. Full-time coverage is 
effective during the entire duration of active duty. Following active duty release, or 
separation, coverage is provided for 120 days for free. Servicemembers are eligible and 
have the option to transfer their SGLI to Veteran’s Group Life Insurance (VGLI). VGLI is 
not within the scope of this study. In FY18, 92.2% of active duty servicemembers elected 
for $400,000 maximum coverage under the SGLI program as shown in Table 2 
(Department of Veterans Affairs, 2018). 
SGLI Coverage Level - Active Duty FY18 
  Number with coverage  Percent with coverage 









Active Duty  111,021 1,315,979 7.8% 92.2% 
Source: Information adapted from the Department of Veterans Affairs (2019).  
 
3. SGLI Premiums  
The original 1965 SGLI program required that premiums would be deducted from 
the servicemembers’ pay and the rate would be the same for all members has remained 
unchanged. To date, SGLI premiums are still deducted from servicemembers’ pay 
allowance. However, the monthly premium rates have changed over the past 54 years for 
two reasons. First, monthly premium rates are adjusted as coverage amounts are adjusted. 
In most cases, the coverage amount changes because the maximum coverage amount has 
Table 2. SGLI Coverage Level – Active Duty FY18 
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increased, therefore increasing the monthly premium. The other reason for coverage 
amount change is if an individual decides to reduce their coverage amount, therefore 
reducing their monthly premium. The second reason for a monthly premium change is an 
adjustment to the premium rate per $1,000 of coverage. Premium rates are charged per 
$1,000 of coverage as shown in Table 3. Some examples of maximum coverage amount 
increase, without a premium per $1,000 change, are the increases for 1986, 1991, and 1996 
while the premium remained at $0.080, as well as the coverage change from 2003 to 2005, 
when the premium remained at $0.065 as shown in Table 3. Since the $400,000 maximum 
coverage was established in 2005, the premium rate per $1,000 of coverage has changed 
four times with no change to the maximum coverage in the past 14 years. Those four 
premium rate changes have been announced via SGLI Premium Change Fact Sheets that 
are published on the Department of Veterans Affairs website, an example can be found in 
the Appendix (Department of Veterans Affairs, 2019). Effective July 1, 2019, the SGLI 
premium rate is $0.060 per $1,000 of life insurance coverage. Table 4 shows the current 
premium rate per the amount of coverage plus the three previous changes. According to 
the Department of Veterans Affairs FAQ website and SGLI Premium Change Fact Sheets, 
the premium rates are adjusted to maintain the appropriate level of the SGLI Contingency 
Reserve. The SGLI Contingency Reserve consists of funds to offset the cost of normal 
claim fluctuations. Normal claim fluctuations are not related to war time hazards costs. 
Contingency Reserve funds are utilized when current year premiums are insufficient to 
cover current year claims. In the insurance industry, Contingency Reserve funds are 
common practice and provide financial stability to insurance programs (Department of 















1965 $10,000.00 $0.200 $2.00 
1972 $15,000.00 $0.170 $2.55 
1978 $20,000.00 $0.150 $3.00 
1982 $35,000.00 $0.116 $4.06 
1984 $35,000.00 $0.080 $2.80 
1986 $50,000.00 $0.080 $4.00 
1991 $100,000.00 $0.080 $8.00 
1996 $200,000.00 $0.080 $16.00 
1997 $200,000.00 $0.085 $17.00 
1998 $200,000.00 $0.080 $16.00 
2003 $250,000.00 $0.065 $16.25 
2005 $400,000.00 $0.065 $26.00 
2006 $400,000.00 $0.070 $28.00 
2008 $400,000.00 $0.065 $26.00 
2014 $400,000.00 $0.070 $28.00 
2019 $400,000.00 $0.060 $24.00 
Source: Information adapted from the Department of Veterans Affairs (2019). 
 
Table 4. SGLI Coverage and Premiums 
Effective Date 1-Jul-2019 1-Jul-2014 1-Jul-2008 1-Jul-2006 











$400,000.00 $24.00 $28.00 $26.00 $28.00 
$350,000.00 $21.00 $24.50 $22.75 $24.50 
$300,000.00 $18.00 $21.00 $19.50 $21.00 
$250,000.00 $15.00 $17.50 $16.25 $17.50 
$200,000.00 $12.00 $14.00 $13.00 $14.00 
$150,000.00 $9.00 $10.50 $9.75 $10.50 
$100,000.00 $6.00 $7.00 $6.50 $7.00 
$50,000.00 $3.00 $3.50 $3.25 $3.50 
Source: Information adapted from the Department of Veterans Affairs (2019). 
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D. FINANCIAL RESPONSIBILITIES OF THE DEPARTMENT OF 
DEFENSE AND DEPARTMENT OF VETERANS AFFAIRS 
1. Death Gratuity 
Death Gratuity is a tax free $100,000 payment to eligible survivors of a deceased 
servicemember who died while on active duty, regardless of the cause of death. Death 
gratuity funds are to be paid to the beneficiary within 24 hours of the servicemember’s 
death, if the eligible beneficiary can be determined (Financial Management Regulation, 
2018). The death gratuity funds are intended to cover initial travel and funeral expenses as 
well as bridge the gap between the death of a servicemember and the payout of the life 
insurance policy funds. On Jan 6, 2006, Public Law 109-163 changed the death gratuity 
amount from $12,000 to its current amount of $100,000 (109th Congress, 2006). 
Death Gratuity is closely related to life insurance but is not the same. Both the SGLI 
and the death gratuity were changed under the Death Benefits Enhancement, so both are 
considered death benefits. However, these programs are independent of each other. There 
are a couple more differences from the management perspective. The servicemember can 
elect a different beneficiary for each program. Death Gratuity funds are managed by the 
DOD comptroller and the SGLI funds are managed by the VA. For the purpose of this 
study, we did not include the value of death gratuity in our data analysis in order to reduce 
the amount of variables.  
2. Extra Hazard of Duty Cost 
The SGLI program was designed to be self-supporting under normal peacetime. 
Under the SGLI policy, life insurance claims during normal peacetime service are funded 
from the servicemembers premiums and the government funds the additional claim costs 
resulting from the extra hazards of service due to war or conflict. This reduces the financial 
risk for the insurance provider. Additional claims are those claims that exceed peacetime 
estimates. The Department of Veterans Affairs decides peacetime mortality rates each year 
and then decides what amount the DOD must reimburse. “The SECVA determines the 
claim costs that are traceable to the extra hazards of duty in the uniformed services, on the 
basis of the excess mortality incurred by members and former members of the uniformed 
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armed services insured under SGLI, above what their mortality would have been under 
peacetime conditions. The costs identified by the SECVA are paid by the uniformed 
services, not from the Servicemembers’ premiums, as are all other programs costs.”  
(Department of Veterans Affairs, 2018).  
E. FEDERAL EMPLOYEES’ GROUP LIFE INSURANCE  
A similar group term life insurance program comparable to SGLI is the Federal 
Employees’ Group Life Insurance (FEGLI). It was established on August 29, 1954 and is 
considered larger than SGLI because it insures over four million federal employees, 
retirees, and a portion of their families (OPM, 2019b). These programs have a few 
similarities. First, they both provide basic group term life insurance that covers government 
employees with a composite premium structure that consist of the same premium rates for 
all members, regardless of health status or age. Second, each program initiates auto 
enrollment at the start of employee employment. Third, they both provide competitive 
coverage during the time of employment with premiums charged per $1,000 of insurance 
coverage. The SGLI and FEGLI also have some significant differences consisting of shared 
cost, automatic enrollment coverage amount, and coverage flexibility. For shared cost, the 
FEGLI cost are shared by the member and the government. The member pays 2/3 of the 
total cost and the government pays the remaining 1/3. There are no shared costs for the 
SGLI program. For the automatic enrollment coverage amount, the FEGLI’s automatic 
enrollment places all new members in the lowest basic insurance coverage amount with the 
option to increase coverage based on annual salary while the SGLI program automatically 
enrolls new servicemembers in the maximum coverage amount available with no 
association to annual salary. The FEGLI provides more coverage flexibility to its members 
than the SGLI because it provides additional optional coverage options. After automatic 
SGLI enrollment, members have the option to decrease coverage by $50,000 increments 
from $400,000 to as low as $50,000 or decline coverage completely. FEGLI provides more 
flexibility with a basic insurance option based on annual salary, as well as options A, B, 
and C that provide over five times annual salary coverage (OPM, 2019a).  
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The following FEGLI option descriptions are provided with information retrieved 
from the U.S. Office of Personnel Management (OPM) websites and FEGLI handbook. 
(OPM, 2019). With basic insurance, employees are automatically enrolled with coverage 
equal to their annual salary rounded up to the next $1,000 increment, plus $2,000. If the 
member is under 35 years of age, an “extra benefit” that doubles the basic coverage is 
provided for free. The extra benefit decreases by 10% each year between 35 and 45 years 
of age and is not available for those 45 and older. Basic insurance premiums are based on 
composite premium structure and are the same for all employees regardless of health status 
or age. The current rate is 15 cents per thousand dollars of Basic coverage (OPM, 2019a). 
Optional coverage options A, B, C are in addition to basic life insurance and members are 
not automatically enrolled. Also, the additional optional coverage option premiums are not 
based on composite premium structure and the premium costs depend on age. Premium 
rates are the same for ages under 35 and increase by age in five year increments. With 
option A, employees are provided an additional $10,000 on top of basic life insurance 
starting at $0.20 per pay period. With option B, employees can select additional coverage 
available in 1, 2, 3, 4, or 5 multiples of annual salary rounded up to the next $1,000. 
Premiums are at $0.02 per $1,000 of coverage per pay period. Option C is dependent 
coverage and is outside the scope of this study (OPM, 2019a). 
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III. LITERATURE REVIEW 
A. INTRODUCTION 
The purpose of life insurance is to pay death benefits to designated beneficiaries 
when the insured dies. Typically, the death benefits are used to pay for funeral expenses, 
outstanding debt, estate taxes, educational expenses, and other expenses (Rejda, 2008). 
Life insurance can be issued through individual policies or through a group life insurance 
policy. From there, those policies take two common forms: term and whole life.  
B. TERM VERSUS WHOLE LIFE INSURANCE 
Term life insurance provides a period of temporary protection, usually 5, 10, 15 or 
20 years. If the insured declines to renew the policy at its expiration, the insured is no 
longer eligible for death benefits under that life insurance policy. However, there are many 
benefits to term life insurance. The first benefit is that term life insurance is less expensive 
in comparison to whole life insurance, and it provides a great opportunity for those who 
have limited income to gain coverage. Depending on an individual’s financial goals, term 
life could be beneficial if the insured needs temporary protection, perhaps during their 
earlier years while paying off a mortgage or paying for educational expenses. Lastly, term 
insurance can provide means for future insurability. If an individual’s financial goals 
include permanent life insurance, term life insurance provides an inexpensive opportunity 
for coverage, which can be later converted into a permanent life insurance policy. (Rejda, 
2008). 
Conversely, whole life insurance provides coverage for the insured individual’s 
lifetime. As a result, premiums for whole life insurance are more expensive in comparison 
to term life insurance. An additional benefit of whole life insurance is the cash value that 
accumulates as the insured makes premium payments (Redja, 2008). The accumulated cash 
value may be withdrawn at any time, but the death benefit will be reduced by the amount 
withdrawn (Redja, 2008). 
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C. GROUP LIFE INSURANCE 
Group life insurance is an insurance contract, usually term insurance policy, 
between an insurance company and an organization, covering all eligible members 
(Alexander, Bishop, Cook, Hoppenstedt, Wang, 2019). There are certain characteristics 
about group life insurance that distinguishes itself from individual life insurance policies. 
The first characteristic is that it covers many individuals under one contract. A second 
characteristic is that eligible members are automatically enrolled and individual evidence 
of insurability is not usually required. An additional characteristic of group life insurance 
is that it is usually less expensive compared to a similar life insurance policy purchased 
individually (Redja, 2008).  
Group insurers apply many principles to ensure favorable loss experience. These 
principles are listed below: 
• Insurance Incidental to the Group:  insurers avoid groups that form for the 
sole purpose of obtaining life insurance because the risk of a 
disproportionate amount of unhealthy individuals seeking less expensive 
life insurance would cause the loss experience to be unfavorable (Rejda, 
2008). 
• Flow of Persons through the Group:  insurers observe the flow of the 
persons through the group to ensure that there is a balance of younger 
individuals flowing in and older individuals flowing out. The flow of 
persons through the group is critical to establishing and maintaining lower 
premiums as well as low administrative costs (Rejda, 2008). 
• Automatic Determination of Benefits:  determining the life insurance 
amount is calculated by a formula, using earnings, position, length of 
service, or a combination of these elements. The purpose of this principle 
is to reduce or mitigate adverse selection against the insurer. Many group 
insurance plans establish a maximum level of coverage available to 
members (Rejda, 2008).  
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• Minimum Participation Requirements:  insurers establish minimum 
participation requirements to reduce the likelihood of adverse selection as 
well as a reduction in the insurance rate per insured member (Rejda, 
2008). 
• Third-Party Sharing of Cost:  in a group life insurance policy, most 
employers pay a portion of the premium in order to encourage 
participation from the employees as well as to avoid drastic increases in 
premiums for older members (Rejda, 2008). 
• Simple and Efficient Administration:  direct deductions from members’ 
paycheck makes the process simple and reduces the administrative 













D. FINANCIAL IMPACTS TO FAMILIES 
Table 5 depicts the most common family types and their respective need for life 
insurance coverage (Rejda, 2008). 
Financial Impact to Families 
Family Type Characteristics Impact 
Single Single, no dependents Minimal; no dependents 
to support and minimal 
financial obligations to 
fulfill 
Single-Parent Single with dependent(s) Need for large amounts of 
life insurance on the 
family head is high 
Two-Income Earners with 
Children 
Both parents work and 
have dependents 
Need for large amounts of 
life insurance for both 
spouses is high 
Traditional Families One parent works while 
the other parent cares for 
dependents at home 
Need for large amounts of 
life insurance for the 
working spouse is high 
Blended Families Divorced spouse with 
children marries new 
spouse with children 
Need for large amounts of 
life insurance on both 
family heads is high 
Sandwiched Families Son or daughter 
providing financial 
assistance to both 
younger and older 
generations. 
Need for large amounts of 
life insurance for working 
spouse in a sandwiched 
family is high 
Source: Information adapted from Rejda (2008).  
 
E. CALCULATING ADEQUATE LIFE INSURANCE COVERAGE 
1. Primary Method   
Many financial advisors, including Dave Ramsey, recommend buying a 
term life insurance policy that is 10 to 12 times your annual income.  By purchasing 
a life insurance policy with this amount of coverage, the insured is providing 
income replacement for the surviving spouse or beneficiary for 10 to 12 years as 
Table 5. Financial Impact to Families 
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they adjust to this life altering event. (Marquand, Marquand, & Barbara, 2017; 
Ramsey, 2019). 
2. Secondary Method(s) 
Human Life Value Approach: This approach determines the human life 
value by taking into consideration the wages an individual loses when they die 
prematurely (Rejda, 2008).  The human life value is defined as “the present value 
of the family’s share of the deceased breadwinner’s future earnings” (Rejda, 2008). 
To calculate an individual’s human life value, follow the steps below (Rejda, 2008):   
1. Determine average annual income. 
2. Deduct federal and state income taxes, Social Security taxes, life 
and health insurance premiums, and self-maintenance costs. 
3. Determine the number of working years between present age and 
estimated age of retirement. 
4. Apply reasonable discount rate to determine the present value of 
the family’s share of earnings calculated in step 3. 
Needs Approach:  This approach factors the needs of the family should the 
family head die prematurely. The most common needs that are considered are the 
following (Rejda, 2008): 
• Estate Clearance Fund:  funds used primarily for burial costs, 
uninsured medical bills, installment debts, estate medical expenses, 
and other taxes including estate, inheritance, and income tax 
(Rejda, 2008).  
• Income during the Readjustment Period: approximately the same 
income the family received while the family head was alive. This 
period is usually 1–2 years following the death of the family head 
(Rejda, 2008). 
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• Income during the Dependency Period:  income required for the 
surviving spouse to stay at home until the youngest child reaches 
the age of 18 (Rejda, 2008). 
• Life Income to Surviving Spouse:  income needed by the surviving 
spouse prior to retirement and to supplement social security 
(Rejda, 2008). 
• Special Needs:  Income required to fund a mortgage, educational 
expenses, and emergency fund (Rejda, 2008). 
Once family needs are identified, subtract existing life insurance, if any, and 
assets from family needs amount. The difference is the additional life insurance that 
should be purchased. 
Capital Retention Approach: this approach maintains the capital needed to 
provide income to the family while allowing income-producing assets to be 
available to beneficiaries later. The below steps can be followed to determine the 
necessary life insurance coverage using the capital retention approach (Rejda, 
2008): 
1. Prepare a balance sheet identifying all assets and liabilities. 
2. Determine the amount of income producing capital by subtracting 
the liabilities, cash needs, and non-income producing capital from 
total assets. 
3. Determine the amount of additional capital needed by identifying 
your income objective and subtracting out all sources of income 
such as Social Security survivor benefits. 
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IV. DATA AND ANALYSIS 
A. ASSUMPTIONS 
• Base pay is presented as gross income derived from the military pay charts 
from years 2005 and 2019. 
• Death gratuity was not factored into our calculation for total death benefits 
available to servicemembers’ beneficiaries. 
• The population for our research was active duty servicemembers in the 
DOD, excluding warrant officers and prior enlisted officers. 
• Estimates for Time in Service (TIS) are applied consistently across the 
DOD for each rank, regardless of branch of service or military 
occupational specialty (MOS). 
• Basic Allowance for Housing (BAH) and Basic Allowance for 
Subsistence (BAS) were not factored into this study. 
B. DATA 
This data set is a combination of refined data from Defense Finance and Accounting 
Service (DFAS) 2019 active duty pay chart and Defense Manpower Data Center (DMDC) 
active duty military personnel by pay grade. To establish our base data for analysis we 
excluded the warrant officer and prior enlisted ranks in tandem with selecting an 







Table 6. Refined 2019 Active Duty Pay Chart and Population 
Refined 2019 Active Duty Pay Chart and Population 
Rank/TIS Monthly Annual O/H Strength
 1  
O-10 (Over 26) $16,025.10  $192,301.20  40 
O-9 (Over 26) $16,025.10  $192,301.20  140 
O-8 (Over 26) $14,639.40  $175,672.80  306 
O-7 (Over 26) $12,985.50  $155,826.00  411 
O-6 (Over 20) $10,563.30  $126,759.60  10,944 
O-5 (Over 16) $8,751.30  $105,015.60  26,938 
O-4 (Over 12) $7,596.30  $91,155.60  43,641 
O-3 (Over 4) $5,671.50  $68,058.00  74,635 
O-2 (Over 2) $4,183.80  $50,205.60  30,110 
O-1 (2 or less) $3,188.40  $38,260.80  27,791 
E-9 (Over 22) $6,470.70  $77,648.40  10,547 
E-8 (Over 18) $5,232.30  $62,787.60  27,281 
E-7 (Over 14) $4,482.60  $53,791.20  93,076 
E-6 (Over 8) $3,543.30  $42,519.60  160,825 
E-5 (Over 3) $2,678.10  $32,137.20  227,227 
E-4 (Over 3) $2,431.80  $29,181.60  250,248 
E-3 (Over 2) $2,105.70  $25,268.40  191,790 
E-2 (2 or less) $1,884.00  $22,608.00  71,717 
E-1 (2 or less) $1,680.90  $20,170.80  58,487 
Total     1,306,154 
Sources: Defense Finance and Accounting Service (2019) and Defense Manpower and 
Data Center (2019). 
Note 1: August 2019 
 
C. STATUS QUO 
To establish an evaluation lens, we used a simple function to capture the ratio of 
annual pay and the SGLI maximum coverage. By dividing the coverage amount by the 
annual base pay, the result is the duration of coverage, referred to in this research as years 
after death (YAD). As an example, depicted in Figure 2, an E-5 with over three years time 
in service would have 12.45 years of coverage after death under a $400,000 life insurance 
policy. 
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Figure 2. Current Years After Death (YAD) Coverage Duration  
 
Source: Information adapted from Defense Finance and Accounting Service (2019)  
 
D. ANALYSIS 
In determining the methods we would use to analyze the SGLI program, we first 
researched the top-rated life insurance companies and financial advisors to uncover their 
recommendations or standards for adequate life insurance coverage. In our analysis, we 
used three methods to determine if the SGLI program provides sufficient coverage to active 
duty servicemembers. The first method was to adjust for inflation by taking $400,000 in 
2005 dollars and adjusting to 2019 present value. The second method in our analysis was 
applying the “Five Times” option, multiplying a servicemember’s annual income by a 
factor of five to determine necessary coverage. The third method is applying the “Ten 
Times” option, multiplying a servicemember’s annual income by a factor of ten. 
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1. Adjust for Inflation 
Since 1965, inflation has impacted both military pay rates and SGLI coverage. To 
capture the impact of inflation on the SGLI program, we analyzed some historical value 
benchmarks in relation to paygrade. After reviewing historical numbers of active duty 
military personnel by rank and grade on the Defense Manpower and Data Center website, 
we determined that on average, from 1965, the ranks of E-4 and O-3 had the largest 
populations. In Table 7, we divided the coverage available by year, by the respective data 
from the E-4 and O-3 population’s annual salary to produce the YAD insurance coverage 
by rank and year. The date from Table 7 is graphed in Figure 3 to capture the trend line of 




















1965 0 $10,000.00 $2,797.20 3.58 $6,782.40 1.47 
1970 5 $15,000.00 $3,967.20 3.78 $9,619.20 1.56 
1974 4 $20,000.00 $5,990.40 3.34 $13,298.40 1.50 
1981 7 $35,000.00 $9,860.40 3.55 $22,150.80 1.58 
1986 5 $50,000.00 $11,095.20 4.51 $24,915.60 2.01 
1991 5 $100,000.00 $13,474.80 7.42 $30,272.40 3.30 
1996 5 $200,000.00 $15,631.20 12.79 $35,121.60 5.69 
2001 5 $250,000.00 $18,914.40 13.22 $41,871.60 5.97 
2005 4 $400,000.00 $22,532.40 17.75 $50,018.40 8.00 
2019 14 $400,000.00 $30,664.80 13.04 $68,058.00 5.88 
Sources: Information adapted from the Department of Veterans Affairs (2019), Defense Finance and 
Accounting Service 2019, and Defense Manpower Data Center (2019). 
Table 7. Years After Death (YAD) Coverage by Pay Grade and 
Year 
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Figure 3. Years After Death Coverage by Pay Grade and Year 
 
Sources: The Department of Veterans Affairs (2019), Defense Finance and Accounting Service 2019, and 
Defense Manpower Data Center (2019). 
 
The first method in our analysis was adjusting the maximum coverage of $400,000 
for 14 years of inflation. Using the CPI calculator from the Bureau of Labor Statistics, we 
input ‘August 2005’ as the base year with a dollar value of $400,000. We then input 
‘August 2019’ as the future year. With the data recorded into the CPI calculator, we reached 
a value of $522,521.38. After adjusting for inflation, we determined that servicemembers 
would have an additional $122,521.38 in life insurance coverage. Figure 4 captures the 
comparison of the $400,000 status quo and an adjustment for inflation to $550,000. Based 
on the current SGLI coverage option of $50,000 increments, $522,521.88 was adjusted to 
the next higher $50,000 increment at $550,000. 
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Figure 4. Coverage Duration in Years After Death Adjusted for Inflation 
 
Sources: Information adapted from Defense Finance and Accounting Service (2019) and Bureau 
of Labor Statistics (2019).  
Note 1: $522,521.38 value adjusted to $550,000.  
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2. “Five Times” Option 
Table 8 applies the “Five Times” option, mirroring the FEGLI, and compares the 
servicemembers’ base pay in 2005. The highlighted sections indicate the ranks that do not 
have adequate coverage when the “Five Times” option is applied. For instance, in 2005, 
the rank of O-6 had an annual salary of $93,160.80. When the annual salary is multiplied 
by a factor of five, the total coverage needed for an O-6 with over 20 years time in service 
is $465,804. Finally, we took the maximum coverage amount available through the SGLI 
program, $400,000, and subtracted $465,804 to determine if this O-6 had sufficient life 
insurance coverage. As a result of this calculation, an O-6 with over 20 years time in service 
is deficient $65,804 in life insurance coverage. The same method was used to calculate 
sufficient life insurance coverage for each rank, excluding warrant officers and prior 
enlisted officers. By applying the “Five Times” option to each rank in the study, our 
research determined that 12,400 servicemembers, less than 1%, did not have adequate life 
insurance coverage in 2005. 
Source:  Information adapted from Defense Finance and Accounting Service (2005). 
 
Table 8. “Five Times” Coverage Comparison with 2005 Military 
Pay Chart 
Rank/TIS Monthly Annual x5 - Individual SGLI Difference O/H Strength x5 - Total Total Coverage Total SGLI Difference
O-10 (Over 26) $13,769.40 $165,232.80 $826,164.00 ($426,164.00) 36 $29,741,904.00 $14,400,000.00 ($15,341,904.00)
O-9 (Over 26) $12,149.10 $145,789.20 $728,946.00 ($328,946.00) 130 $94,762,980.00 $52,000,000.00 ($42,762,980.00)
O-8 (Over 26) $11,007.60 $132,091.20 $660,456.00 ($260,456.00) 276 $182,285,856.00 $110,400,000.00 ($71,885,856.00)
O-7 (Over 26) $9,763.80 $117,165.60 $585,828.00 ($185,828.00) 439 $257,178,492.00 $175,600,000.00 ($81,578,492.00)
O-6 (Over 20) $7,763.40 $93,160.80 $465,804.00 ($65,804.00) 11,519 $5,365,596,276.00 $4,607,600,000.00 ($757,996,276.00)
O-5 (Over 16) $6,431.10 $77,173.20 $385,866.00 $14,134.00 28,347 $10,938,143,502.00 $11,338,800,000.00 $400,656,498.00
O-4 (Over 12) $5,582.70 $66,992.40 $334,962.00 $65,038.00 43,991 $14,735,313,342.00 $17,596,400,000.00 $2,861,086,658.00
O-3 (Over 4) $4,168.20 $50,018.40 $250,092.00 $149,908.00 71,638 $17,916,090,696.00 $28,655,200,000.00 $10,739,109,304.00
O-2 (Over 2) $3,074.70 $36,896.40 $184,482.00 $215,518.00 30,034 $5,540,732,388.00 $12,013,600,000.00 $6,472,867,612.00
O-1 (2 or less) $2,343.60 $28,123.20 $140,616.00 $259,384.00 25,427 $3,575,443,032.00 $10,170,800,000.00 $6,595,356,968.00
E-9 (Over 22) $4,755.00 $57,060.00 $285,300.00 $114,700.00 10,594 $3,022,468,200.00 $4,237,600,000.00 $1,215,131,800.00
E-8 (Over 18) $3,845.40 $46,144.80 $230,724.00 $169,276.00 26,292 $6,066,195,408.00 $10,516,800,000.00 $4,450,604,592.00
E-7 (Over 14) $3,249.60 $38,995.20 $194,976.00 $205,024.00 97,212 $18,954,006,912.00 $38,884,800,000.00 $19,930,793,088.00
E-6 (Over 8) $2,604.30 $31,251.60 $156,258.00 $243,742.00 174,891 $27,328,117,878.00 $69,956,400,000.00 $42,628,282,122.00
E-5 (Over 3) $1,967.70 $23,612.40 $118,062.00 $281,938.00 247,805 $29,256,353,910.00 $99,122,000,000.00 $69,865,646,090.00
E-4 (Over 3) $1,787.10 $21,445.20 $107,226.00 $292,774.00 258,412 $27,708,485,112.00 $103,364,800,000.00 $75,656,314,888.00
E-3 (Over 2) $1,547.70 $18,572.40 $92,862.00 $307,138.00 208,297 $19,342,876,014.00 $83,318,800,000.00 $63,975,923,986.00
E-2 (2 or less) $1,384.50 $16,614.00 $83,070.00 $316,930.00 70,948 $5,893,650,360.00 $28,379,200,000.00 $22,485,549,640.00
E-1 (2 or less) $1,235.10 $14,821.20 $74,106.00 $325,894.00 53,422 $3,958,890,732.00 $21,368,800,000.00 $17,409,909,268.00
Total - - $5,905,800.00 $1,694,200.00 1,359,710 $200,166,332,994.00 $543,884,000,000.00 $343,717,667,006.00
Coverage Comparison W/2005 Military Pay Chart
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Next, we applied the “Five Times” option to the 2019 active duty pay chart, 
depicted in Table 9. Similar to Table 8, the highlighted sections in Table 9 indicate the 
ranks that have insufficient life insurance coverage. The major difference between Tables 
8 and 9 is the annual income, resulting from 14 years of annual pay increases. After 
analyzing the 2019 pay chart, our research determined that 82,240 servicemembers, or 6% 
of the DOD’s active duty on-hand strength, have insufficient coverage when applying the 
“Five Times” option. With that factor, if you make more than $80,000 annually, you do 
not have adequate life insurance coverage. 










Table 9. “Five Times” Coverage Comparison with 2019 Military 
Pay Chart 
Rank/TIS Monthly Annual x5 - Individual SGLI Difference O/H Strength x5 - Total Total Coverage Total SGLI Difference
O-10 (Over 26) $16,025.10 $192,301.20 $961,506.00 ($561,506.00) 40 $38,460,240.00 $16,000,000.00 ($22,460,240.00)
O-9 (Over 26) $16,025.10 $192,301.20 $961,506.00 ($561,506.00) 140 $134,610,840.00 $56,000,000.00 ($78,610,840.00)
O-8 (Over 26) $14,639.40 $175,672.80 $878,364.00 ($478,364.00) 306 $268,779,384.00 $122,400,000.00 ($146,379,384.00)
O-7 (Over 26) $12,985.50 $155,826.00 $779,130.00 ($379,130.00) 411 $320,222,430.00 $164,400,000.00 ($155,822,430.00)
O-6 (Over 20) $10,563.30 $126,759.60 $633,798.00 ($233,798.00) 10,944 $6,936,285,312.00 $4,377,600,000.00 ($2,558,685,312.00)
O-5 (Over 16) $8,751.30 $105,015.60 $525,078.00 ($125,078.00) 26,938 $14,144,551,164.00 $10,775,200,000.00 ($3,369,351,164.00)
O-4 (Over 12) $7,596.30 $91,155.60 $455,778.00 ($55,778.00) 43,641 $19,890,607,698.00 $17,456,400,000.00 ($2,434,207,698.00)
O-3 (Over 4) $5,671.50 $68,058.00 $340,290.00 $59,710.00 74,635 $25,397,544,150.00 $29,854,000,000.00 $4,456,455,850.00
O-2 (Over 2) $4,183.80 $50,205.60 $251,028.00 $148,972.00 30,110 $7,558,453,080.00 $12,044,000,000.00 $4,485,546,920.00
O-1 (2 or less) $3,188.40 $38,260.80 $191,304.00 $208,696.00 27,791 $5,316,529,464.00 $11,116,400,000.00 $5,799,870,536.00
E-9 (Over 22) $6,470.70 $77,648.40 $388,242.00 $11,758.00 10,547 $4,094,788,374.00 $4,218,800,000.00 $124,011,626.00
E-8 (Over 18) $5,232.30 $62,787.60 $313,938.00 $86,062.00 27,281 $8,564,542,578.00 $10,912,400,000.00 $2,347,857,422.00
E-7 (Over 14) $4,482.60 $53,791.20 $268,956.00 $131,044.00 93,076 $25,033,348,656.00 $37,230,400,000.00 $12,197,051,344.00
E-6 (Over 8) $3,543.30 $42,519.60 $212,598.00 $187,402.00 160,825 $34,191,073,350.00 $64,330,000,000.00 $30,138,926,650.00
E-5 (Over 3) $2,678.10 $32,137.20 $160,686.00 $239,314.00 227,227 $36,512,197,722.00 $90,890,800,000.00 $54,378,602,278.00
E-4 (Over 3) $2,431.80 $29,181.60 $145,908.00 $254,092.00 250,248 $36,513,185,184.00 $100,099,200,000.00 $63,586,014,816.00
E-3 (Over 2) $2,105.70 $25,268.40 $126,342.00 $273,658.00 191,790 $24,231,132,180.00 $76,716,000,000.00 $52,484,867,820.00
E-2 (2 or less) $1,884.00 $22,608.00 $113,040.00 $286,960.00 71,717 $8,106,889,680.00 $28,686,800,000.00 $20,579,910,320.00
E-1 (2 or less) $1,680.90 $20,170.80 $100,854.00 $299,146.00 58,487 $5,898,647,898.00 $23,394,800,000.00 $17,496,152,102.00
Total - - $7,808,346.00 ($208,346.00) 1,306,154 $263,151,849,384.00 $522,461,600,000.00 $259,309,750,616.00
Coverage Comparison W/2019 Military Pay Chart
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3. “Ten Times” Option 
Table 10 depicts the “Ten times” option, applying the rules of thumb and 
recommendations from industry, and compares the servicemembers’ base pay in 2005. The 
highlighted sections indicate the ranks that do not have adequate coverage when the “Ten 
Times” option is applied. For instance, in 2005, the rank of O-6 had an annual salary of 
$93,160.80. When the annual salary is multiplied by a factor of 10, the total coverage 
needed for an O-6 with over 20 years time in service is $931,608. Finally, we took the 
maximum coverage amount available through the SGLI program, $400,000, and subtracted 
$931,608 to determine if an O-6 had sufficient life insurance coverage. As a result of this 
calculation, an O-6 with over 20 years time in service is deficient $531,608 in life insurance 
coverage. The same method was used to calculate sufficient life insurance coverage for 
each rank, excluding warrant officers and prior enlisted officers. By applying the “Ten 
Times” option to each rank in the study, our research determined that 193,262 
servicemembers, or 14%, did not have adequate life insurance coverage in 2005. 
 
Source: Information adapted from Defense Finance and Accounting Service (2005). 
 
 
Rank/TIS Monthly Annual x10 - Individual SGLI Difference O/H Strength x10 - Total Total Coverage Total SGLI Difference
O-10 (Over 26) $13,769.40 $165,232.80 $1,652,328.00 ($1,252,328.00) 36 $59,483,808.00 $14,400,000.00 ($45,083,808.00)
O-9 (Over 26) $12,149.10 $145,789.20 $1,457,892.00 ($1,057,892.00) 130 $189,525,960.00 $52,000,000.00 ($137,525,960.00)
O-8 (Over 26) $11,007.60 $132,091.20 $1,320,912.00 ($920,912.00) 276 $364,571,712.00 $110,400,000.00 ($254,171,712.00)
O-7 (Over 26) $9,763.80 $117,165.60 $1,171,656.00 ($771,656.00) 439 $514,356,984.00 $175,600,000.00 ($338,756,984.00)
O-6 (Over 20) $7,763.40 $93,160.80 $931,608.00 ($531,608.00) 11,519 $10,731,192,552.00 $4,607,600,000.00 ($6,123,592,552.00)
O-5 (Over 16) $6,431.10 $77,173.20 $771,732.00 ($371,732.00) 28,347 $21,876,287,004.00 $11,338,800,000.00 ($10,537,487,004.00)
O-4 (Over 12) $5,582.70 $66,992.40 $669,924.00 ($269,924.00) 43,991 $29,470,626,684.00 $17,596,400,000.00 ($11,874,226,684.00)
O-3 (Over 4) $4,168.20 $50,018.40 $500,184.00 ($100,184.00) 71,638 $35,832,181,392.00 $28,655,200,000.00 ($7,176,981,392.00)
O-2 (Over 2) $3,074.70 $36,896.40 $368,964.00 $31,036.00 30,034 $11,081,464,776.00 $12,013,600,000.00 $932,135,224.00
O-1 (2 or less) $2,343.60 $28,123.20 $281,232.00 $118,768.00 25,427 $7,150,886,064.00 $10,170,800,000.00 $3,019,913,936.00
E-9 (Over 22) $4,755.00 $57,060.00 $570,600.00 ($170,600.00) 10,594 $6,044,936,400.00 $4,237,600,000.00 ($1,807,336,400.00)
E-8 (Over 18) $3,845.40 $46,144.80 $461,448.00 ($61,448.00) 26,292 $12,132,390,816.00 $10,516,800,000.00 ($1,615,590,816.00)
E-7 (Over 14) $3,249.60 $38,995.20 $389,952.00 $10,048.00 97,212 $37,908,013,824.00 $38,884,800,000.00 $976,786,176.00
E-6 (Over 8) $2,604.30 $31,251.60 $312,516.00 $87,484.00 174,891 $54,656,235,756.00 $69,956,400,000.00 $15,300,164,244.00
E-5 (Over 3) $1,967.70 $23,612.40 $236,124.00 $163,876.00 247,805 $58,512,707,820.00 $99,122,000,000.00 $40,609,292,180.00
E-4 (Over 3) $1,787.10 $21,445.20 $214,452.00 $185,548.00 258,412 $55,416,970,224.00 $103,364,800,000.00 $47,947,829,776.00
E-3 (Over 2) $1,547.70 $18,572.40 $185,724.00 $214,276.00 208,297 $38,685,752,028.00 $83,318,800,000.00 $44,633,047,972.00
E-2 (2 or less) $1,384.50 $16,614.00 $166,140.00 $233,860.00 70,948 $11,787,300,720.00 $28,379,200,000.00 $16,591,899,280.00
E-1 (2 or less) $1,235.10 $14,821.20 $148,212.00 $251,788.00 53,422 $7,917,781,464.00 $21,368,800,000.00 $13,451,018,536.00
Total - - $11,811,600.00 ($4,211,600.00) 1,359,710 $400,332,665,988.00 $543,884,000,000.00 $143,551,334,012.00
Coverage Comparison W/2005 Military Pay Chart
Table 10. “Ten Times” Coverage Comparison with 2005 Military Pay 
Chart 
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Next, we applied the “Ten Times” option to the 2019 active duty pay chart, depicted 
in Table 11. Similar to Table 10, the highlighted sections in Table 11 indicate the ranks 
that have insufficient life insurance coverage. The major difference between Table 10 and 
11 is the annual income, resulting from 14 years of annual pay increases. After analyzing 
the 2019 pay chart, our research determined that 478,444 servicemembers, or 37% of the 
DOD’s active duty on-hand strength, have insufficient coverage when applying the “Ten 
Times” option. With this factor, if you make more than $40,000 annually, you do not have 
adequate life insurance coverage. 








Table 11. “Ten Times” Coverage Comparison with 2019 Military Pay 
Chart 
Rank/TIS Monthly Annual x10 - Individual SGLI Difference O/H Strength x10 - Total Total Coverage Total SGLI Difference
O-10 (Over 26) $16,025.10 $192,301.20 $1,923,012.00 ($1,523,012.00) 40 $76,920,480.00 $16,000,000.00 ($60,920,480.00)
O-9 (Over 26) $16,025.10 $192,301.20 $1,923,012.00 ($1,523,012.00) 140 $269,221,680.00 $56,000,000.00 ($213,221,680.00)
O-8 (Over 26) $14,639.40 $175,672.80 $1,756,728.00 ($1,356,728.00) 306 $537,558,768.00 $122,400,000.00 ($415,158,768.00)
O-7 (Over 26) $12,985.50 $155,826.00 $1,558,260.00 ($1,158,260.00) 411 $640,444,860.00 $164,400,000.00 ($476,044,860.00)
O-6 (Over 20) $10,563.30 $126,759.60 $1,267,596.00 ($867,596.00) 10,944 $13,872,570,624.00 $4,377,600,000.00 ($9,494,970,624.00)
O-5 (Over 16) $8,751.30 $105,015.60 $1,050,156.00 ($650,156.00) 26,938 $28,289,102,328.00 $10,775,200,000.00 ($17,513,902,328.00)
O-4 (Over 12) $7,596.30 $91,155.60 $911,556.00 ($511,556.00) 43,641 $39,781,215,396.00 $17,456,400,000.00 ($22,324,815,396.00)
O-3 (Over 4) $5,671.50 $68,058.00 $680,580.00 ($280,580.00) 74,635 $50,795,088,300.00 $29,854,000,000.00 ($20,941,088,300.00)
O-2 (Over 2) $4,183.80 $50,205.60 $502,056.00 ($102,056.00) 30,110 $15,116,906,160.00 $12,044,000,000.00 ($3,072,906,160.00)
O-1 (2 or less) $3,188.40 $38,260.80 $382,608.00 $17,392.00 27,791 $10,633,058,928.00 $11,116,400,000.00 $483,341,072.00
E-9 (Over 22) $6,470.70 $77,648.40 $776,484.00 ($376,484.00) 10,547 $8,189,576,748.00 $4,218,800,000.00 ($3,970,776,748.00)
E-8 (Over 18) $5,232.30 $62,787.60 $627,876.00 ($227,876.00) 27,281 $17,129,085,156.00 $10,912,400,000.00 ($6,216,685,156.00)
E-7 (Over 14) $4,482.60 $53,791.20 $537,912.00 ($137,912.00) 93,076 $50,066,697,312.00 $37,230,400,000.00 ($12,836,297,312.00)
E-6 (Over 8) $3,543.30 $42,519.60 $425,196.00 ($25,196.00) 160,825 $68,382,146,700.00 $64,330,000,000.00 ($4,052,146,700.00)
E-5 (Over 3) $2,678.10 $32,137.20 $321,372.00 $78,628.00 227,227 $73,024,395,444.00 $90,890,800,000.00 $17,866,404,556.00
E-4 (Over 3) $2,431.80 $29,181.60 $291,816.00 $108,184.00 250,248 $73,026,370,368.00 $100,099,200,000.00 $27,072,829,632.00
E-3 (Over 2) $2,105.70 $25,268.40 $252,684.00 $147,316.00 191,790 $48,462,264,360.00 $76,716,000,000.00 $28,253,735,640.00
E-2 (2 or less) $1,884.00 $22,608.00 $226,080.00 $173,920.00 71,717 $16,213,779,360.00 $28,686,800,000.00 $12,473,020,640.00
E-1 (2 or less) $1,680.90 $20,170.80 $201,708.00 $198,292.00 58,487 $11,797,295,796.00 $23,394,800,000.00 $11,597,504,204.00
Total - - $15,616,692.00 ($8,016,692.00) 1,306,154 $526,303,698,768.00 $522,461,600,000.00 ($3,842,098,768.00)




The first limitation of our research is that we did not have access to the proprietary 
information from Prudential to accurately estimate monthly premiums for policies greater 
than $400,000.  
The second limitation of our research is the assumptions made for times in grade 
for all ranks within the DOD. Since all branches in the DOD promote their servicemembers 
under different guidance and timelines, we were unable to determine the average times in 
grade for the DOD as a whole. 
The third limitation of our research is that it does not factor in the servicemember’s 
marital status or number of dependents. By factoring in marital status or number of 
dependents, a more accurate figure for life insurance coverage can be determined. 
2. Areas for Future Research 
How would the study change if the entire population of eligible members were 
analyzed to determine if the SGLI program provided adequate life insurance coverage?  
How would the study change if marital status and number of dependents were 
factored into the analysis? 
What are the positive and negative impacts on the SGLI program if all 
servicemembers in the DOD are given the option to obtain higher life insurance coverage 
with no restrictions pertaining to rank? 
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V. RECOMMENDATIONS AND CONCLUSION 
A. RECOMMENDATIONS 
1. Adjust for Inflation 
The first recommendation, at a minimum, is to adjust the maximum coverage of the 
SGLI program for inflation between years 2005 and 2019. This recommendation would 
adjust the maximum coverage from $400,000 to $550,000. In addition to this adjustment, 
it is recommended that the maximum life insurance coverage be adjusted every year to 
account for inflation and Congress’ approval to increase the basic pay of the personnel 
within the DOD. 
2. “Five Times” Option 
The second recommendation is to allow servicemembers to obtain life insurance 
coverage through the SGLI program equal to five times their basic pay. Similar to the way 
the SGLI is structured now where eligible servicemembers are automatically enrolled in 
the maximum coverage of $400,000, each servicemember will be automatically enrolled 
in coverage that is equal to five times their basic pay, rounded up to the nearest increment 
of $50,000. For example, an O-4 with 12 years time in service makes an annual salary of 
$91,155.60 before taxes. If a factor of five is applied to $91,155.60, the O-4 would require 
life insurance coverage equal to $455,778. As a result, the O-4 would be automatically 
enrolled for life insurance coverage equal to $500,000, as depicted in Table 12. 
Additionally, as each servicemember promotes to a higher rank, their life insurance 
coverage will be automatically adjusted based on the coverage bands illustrated in  
Table 12, unless the servicemember elects lesser coverage or declines coverage completely. 
Since the SGLI program does not require a medical examination to be performed on the 
servicemember to determine eligibility, maximum life insurance coverage for ranks O-9 
and O-10 is set at $1,000,000 to reduce the risk of adverse selection due to age and health.  
 
32 
Table 12. “Five Times” Default Coverage Amounts by Rank 
Default Coverage Amounts by Rank 
Rank/TIS Monthly Annual x5 Default Coverage 
O-10 (Over 26) $16,025.10  $192,301.20  $961,506.00  $1,000,000.00 
O-9 (Over 26) $16,025.10  $192,301.20  $961,506.00  $1,000,000.00 
O-8 (Over 26) $14,639.40  $175,672.80  $878,364.00  $900,000.00 
O-7 (Over 26) $12,985.50  $155,826.00  $779,130.00  $800,000.00 
O-6 (Over 20) $10,563.30  $126,759.60  $633,798.00  $650,000.00 
O-5 (Over 16) $8,751.30  $105,015.60  $525,078.00  $550,000.00 
O-4 (Over 12) $7,596.30  $91,155.60  $455,778.00  $500,000.00 
O-3 (Over 4) $5,671.50  $68,058.00  $340,290.00  $400,000.00 
O-2 (Over 2) $4,183.80  $50,205.60  $251,028.00  $400,000.00 
O-1 (2 or less) $3,188.40  $38,260.80  $191,304.00  $400,000.00 
E-9 (Over 22) $6,470.70  $77,648.40  $388,242.00  $400,000.00 
E-8 (Over 18) $5,232.30  $62,787.60  $313,938.00  $400,000.00 
E-7 (Over 14) $4,482.60  $53,791.20  $268,956.00  $400,000.00 
E-6 (Over 8) $3,543.30  $42,519.60  $212,598.00  $400,000.00 
E-5 (Over 3) $2,678.10  $32,137.20  $160,686.00  $400,000.00 
E-4 (Over 3) $2,431.80  $29,181.60  $145,908.00  $400,000.00 
E-3 (Over 2) $2,105.70  $25,268.40  $126,342.00  $400,000.00 
E-2 (2 or less) $1,884.00  $22,608.00  $113,040.00  $400,000.00 
E-1 (2 or less) $1,680.90  $20,170.80  $100,854.00  $400,000.00 
 Source: Information adapted from Defense Finance and Accounting Service (2019).   
 
After five times basic pay default coverage amount was determined for each rank, 
we calculated the YAD for each rank and graphed it in Figure 5. Comparing the five times 
YAD to the status quo YAD, the YAD for ranks E-1 through O-3 remained unchanged. 
The YAD increase is applicable to the ranks of O-4 through O-10. For example, O-3 




Figure 5. Coverage Duration in Years After Death Adjusted for 5X 
 
Source: Information adapted from Defense Finance and Accounting Service (2019). 
 
3. “Ten Times” Option 
The third recommendation is to allow servicemembers to obtain life insurance 
coverage through the SGLI program equal to ten times their basic pay. Servicemembers 
will be automatically enrolled in coverage that is equal to ten times their basic pay, rounded 
up to the nearest increment of $50,000.00. For example, an O-4 with 12 years time in 
service makes an annual salary of $91,155.60 before taxes. If a factor of ten is applied to 
$91,155.60, the O-4 would require life insurance coverage equal to $911,556.00. As a 
result, the O-4 would be automatically enrolled for life insurance coverage equal to 
$950,000.00, as depicted in Table 13. Additionally, as each servicemember promotes to a 
higher rank, their life insurance coverage will be automatically adjusted based on the 
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coverage bands illustrated in Table 13, unless the servicemember elects lesser coverage or 
declines coverage completely. Since the SGLI program does not require a medical 
examination be performed on the servicemember to determine eligibility, maximum life 
insurance coverage for ranks O-5 to O-10 is set at $1,000,000 to reduce the risk of adverse 
selection due to age and health.  
Default Coverage Amounts by Rank 
Rank/TIS Monthly Annual x10 
Default 
Coverage 
O-10 (Over 26) $16,025.10  $192,301.20  $1,923,012.00  $1,000,000.00 
O-9 (Over 26) $16,025.10  $192,301.20  $1,923,012.00  $1,000,000.00 
O-8 (Over 26) $14,639.40  $175,672.80  $1,756,728.00  $1,000,000.00 
O-7 (Over 26) $12,985.50  $155,826.00  $1,558,260.00  $1,000,000.00 
O-6 (Over 20) $10,563.30  $126,759.60  $1,267,596.00  $1,000,000.00 
O-5 (Over 16) $8,751.30  $105,015.60  $1,050,156.00  $1,000,000.00 
O-4 (Over 12) $7,596.30  $91,155.60  $911,556.00  $950,000.00 
O-3 (Over 4) $5,671.50  $68,058.00  $680,580.00  $700,000.00 
O-2 (Over 2) $4,183.80  $50,205.60  $502,056.00  $550,000.00 
O-1 (2 or less) $3,188.40  $38,260.80  $382,608.00  $400,000.00 
E-9 (Over 22) $6,470.70  $77,648.40  $776,484.00  $800,000.00 
E-8 (Over 18) $5,232.30  $62,787.60  $627,876.00  $650,000.00 
E-7 (Over 14) $4,482.60  $53,791.20  $537,912.00  $550,000.00 
E-6 (Over 8) $3,543.30  $42,519.60  $425,196.00  $450,000.00 
E-5 (Over 3) $2,678.10  $32,137.20  $321,372.00  $400,000.00 
E-4 (Over 3) $2,431.80  $29,181.60  $291,816.00  $400,000.00 
E-3 (Over 2) $2,105.70  $25,268.40  $252,684.00  $400,000.00 
E-2 (2 or less) $1,884.00  $22,608.00  $226,080.00  $400,000.00 
E-1 (2 or less) $1,680.90  $20,170.80  $201,708.00  $400,000.00 
Source: Information adapted from Defense Finance and Accounting Service (2019).  
 
After ten times basic pay default coverage amount was determined for each rank, 
we calculated the YAD for each rank and graphed it in Figure 6. Comparing the ten times 
YAD to the status quo YAD, the YAD for ranks E-1 through E-4 remained unchanged. 
The YAD increase is only applicable to the ranks of E-6 and above. For example, an E-5 
Table 13. “Ten Times” Default Coverage Amounts by Rank 
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remains at 12.45 YAD and an E-6 changes from 9.41 YAD to 10.58 YAD. The largest 
YAD increase is 6.03 for the rank of O-4, changing from 4.39 YAD to 10.42 YAD.  
Figure 6. Coverage Duration in Years After Death Adjusted for 10X 
 
Source: Information adapted from Defense Finance and Accounting Service (2019). 
 
B. CONCLUSION 
Our research has determined that the current maximum life insurance coverage is 
insufficient for 478,894 servicemembers or 37% of active duty personnel within the DOD. 
The maximum life insurance coverage of $400,000 is not a one-size-fits-all solution and 
should be tailored to the individual desires and needs of the servicemembers in the DOD. 
We strongly believe that the recommendations made in our study will benefit all 
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servicemembers of the DOD by providing them with adequate death benefits and reduce 
the burden placed on their surviving family members should they die prematurely. 
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APPENDIX 
SGLI Premium Change Fact Sheet  
 
How much is the new premium?  
The new monthly premium rate is 7 cents per $1,000 of insurance, an increase from the 
current 6.5 cents per $1,000 of insurance. This means, for example, a premium increase 
from $26 to $28 a month for Servicemembers with the maximum $400,000 of life 
insurance. All Servicemembers will continue to pay an additional $1 for TSGLI 
coverage.  
When will the new SGLI Premium take effect?  
The new premium rate will take effect on July 1, 2014.  
 
When will I see the change reflected in my pay?  
You will see the first SGLI premium deduction at the new premium rate in your July pay. 
If you are paid on a monthly basis, the premium will be reflected on your single monthly 
pay statement you receive on August 1. If you are paid twice a month, your service will 
determine which pay the premium will be deducted from. Members drilling for points, or 
not receiving pay for other reasons, will be billed for the higher premium on the normal 
bill schedule beginning in July 2014.  
 
Where can I find a table of premium rates for all coverage amounts?  
A table of premium rates for all SGLI coverage amounts is available 
http://benefits.va.gov/insurance/sgli.asp.  
 
Why is the SGLI premium increasing?  
In July 2008, VA reduced the monthly premium rate for SGLI from 7 cents per $1,000 of 
insurance to 6.5 cents per $1,000 of insurance. VA made the temporary premium 
reduction to reduce excess reserve funds in the program. We had excess reserve funds 
due to lower than projected non-war-related claims and we had an increase in investment 
earnings from the early to mid-part of the last decade. Since 2008, as a result of the half 
cent reduction and decreases in interest rates , reserve funds have decreased significantly, 
and it is now necessary to adjust the monthly premium rate by a half cent per $1,000 of 
insurance to ensure the program remains financially strong.  
It is important to remember that your premium does not include the cost of war- related 
claims. This is because the branches of service pay the cost of these claims if the cost is 
more than peacetime mortality. This ensures that you are paying a comparable premium 
to that of individuals who are not in the military for similar coverage.  
 
How does the new SGLI premium compare to rates at other private insurance 
companies?  
The SGLI premium remains at a historically low level and compares very favorably with 
group term insurance rates of private insurance companies. Additionally, the SGLI 
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premium also includes additional benefits such as free Beneficiary Financial Counseling 
and the Accelerated Benefit Option.  
Will the automatic increase in the SGLI premium rate (effective July 1) trigger all 
members to reenroll even if they previously declined?  
No. The July 1, 2014 increase is a SGLI premium increase, not a SGLI coverage 
increase. The premium increase will only impact members who already have SGLI and it 
will not change the amount of their coverage. Servicemembers who do not have SGLI 
coverage will continue to have no coverage after July 1, 2014 unless they experience a 
change in duty status that automatically increases their coverage to the maximum 
amount, or they choose to increase their coverage by completing form SGLV 8286.  
SGLI members who have insurance will see an increase in the deductions from their pay 
for SGLI coverage in July, but their coverage amount will not change due to the premium 
increase. Note that the July increase will appear in the SGLI member’s August LES. 
They do not need to take any action to retain the coverage they have in force.  
  
39 
LIST OF REFERENCES 
109th Congress. (2005, September 30). Public law 109-80. Retrieved November 8, 2019, 
from https://www.congress.gov/109/plaws/publ80/PLAW-109publ80.pdf 
109th Congress. (2006, January 6). Public law 109-163. Retrieved November 8, 2019, 
from https://uscode.house.gov/statutes/pl/109/163.pdf  
Alexander, M., Bishop, J., Cook, K., Hoppenstedt, A., Sultanbikov, V., & Wang, J. 
(2019). The American Council of Life Insurers: Life insurers fact book 2019. 
Library of Congress Catalog Number 47–27314. Retrieved from 
https://www.acli.com/-/media/ACLI/Files/Fact-Books-Public/
2019FLifeInsurersFactBook.ashx?la=en 
Bureau of Labor Statistics. (n.d.). Retrieved November 9, 2019, from 
https://www.bls.gov/data/inflation_calculator.htm. 
Defense Manpower Data Center. (2019). Department of Defense active duty military 
personnel by rank/grade. Retrieved November 8, 2019, from 
https://www.dmdc.osd.mil/appj/dwp/dwp_reports.jsp 
Defense Finance and Accounting Service. (2005). 2005 Military pay table. Retrieved 
November 8, 2019, from https://www.dfas.mil/militarymembers/payentitlements/
Pay-Tables/PayTableArchives.html. 
Defense Finance and Accounting Service. (2019). 2019 Military pay table. Retrieved 
November 8, 2019, from https://www.dfas.mil/militarymembers/payentitlements/
Pay-Tables/PayTableArchives.html. 
Department of Veterans Affairs. (n.d.). SGLI premium change fact sheet. Retrieved 
November 9, 2019, from https://benefits.va.gov/INSURANCE/docs/
SGLI_Premium_Change.pdf 
Department of Veterans Affairs. (2018a). Veterans life insurance programs. Retrieved 
November 8, 2019, from https://www.benefits.va.gov/REPORTS/abr/docs/2018-
insurance.pdf 
Department of Veterans Affairs. (2018b). Audit of VA’s financial statements for fiscal 
years 2018 and 2017. Retrieved November 8, 2019, from https://www.va.gov/oig/
pubs/VAOIG-18-01642-09.pdf 
Department of Veterans Affairs. (2019a). VA.gov: Veterans Affairs. Retrieved 
November 4, 2019, from https://www.benefits.va.gov/insurance/sgli.asp. 
40 
Department of Veterans Affairs. (2019b). VA life insurance programs for veterans and 
servicemembers. Retrieved November 9, 2019, from https://www.benefits.va.gov/
INSURANCE/docs/2019_VALifeBook.pdf 
Marquand, B., Marquand, B., & Barbara. (2019). How much life insurance do I need? 
Retrieved November 3, 2019, from https://www.nerdwallet.com/blog/insurance/
how-much-life-insurance-do-i-need/. 
Office of the Under Secretary of Defense (Comptoller). (2018). Department of Defense 
financial management regulation. Retrieved November 8, 2019, from 
https://comptroller.defense.gov/FMR/vol7a_chapters.aspx 
Ramsey Solutions. (2019). Term Life vs. Whole Life Insurance. Retrieved November 3, 
2019, from https://www.daveramsey.com/blog/term-life-vs-whole-life-insurance. 
Rejda, G. E. (2008). Principles of risk management and insurance. Boston: Addison 
Wesley. 
United States Office of Personnel Management (OPM). (2019a). Federal Employees’ 
Group Life Insurance (FEGLI) program handbook. Washington, D.C. Retrieved 
November 8, 2019, from https://www.opm.gov/healthcare-insurance/life-
insurance/reference-materials/handbook.pdf#page=2. 
United States Office of Personnel Management (OPM). (2019b). Life Insurance. 
Retrieved November 8, 2019, from https://www.opm.gov/healthcare-insurance/
life-insurance/. 
United States Public Health Service. (n.d.). Change in premium rates for Servicemembers 




INITIAL DISTRIBUTION LIST 
1. Defense Technical Information Center 
 Ft. Belvoir, Virginia 
 
2. Dudley Knox Library 
 Naval Postgraduate School 
 Monterey, California 
